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CITY OF TOLEDO



Independent Auditor’'s Report

To the Honorable Mayor and
Members of the City Council:

We have audited the accompanying financial statesnehthe governmental activities, each major
fund, and the aggregate remaining fund informatinthe City of Toledo, lowa, as of and for the
year ended June 30, 2004, which collectively coswthe City of Toledo’s basic financial statements
as listed in the table of contents. These basiaricial statements are the responsibility of thiy Gi
Toledo’s management. Our responsibility is to egs an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with audistandards generally accepted in the United States
of America, Chapter 11 of the Code of lowa, and #tandards applicable to financial audits
contained inGovernment Auditing Standardssued by the Comptroller General of the UnitedtSs.
Those standards and provisions require that we plad perform the audit to obtain reasonable
assurance about whether the financial statemeatSee of material misstatement. An audit includes
examining, on a test basis, evidence supporting dheounts and disclosures in the financial
statements. An audit also includes assessingdbeuting principles used and significant estimates
made by management, as well as evaluating the bverancial statement presentation. We believe
that our audit provides a reasonable basis forogumion.

As described in Note 1, these financial statemevise prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis obwating other than accounting principles
generally accepted in the United States of America.

In our opinion, the financial statements referredabove present fairly, in all material respecte t
respective cash basis financial position of the eyomental activities, the business type activities,
each major fund, and the aggregate remaining fafarmation of the City of Toledo, lowa, as of and
for the year ended June 30, 2004, and its indelgssimt June 30, 2004, on the basis of accounting
described in Note 1.

As described in Note 12 to the financial statemgedtsing the year ended June 30, 2004, the City
adopted Governmental Accounting Standards Boarte®tnt No. 34Basic Financial Statements

- and Management’s Discussion and Analysis - fat&and Local GovernmentStatement No.
37, Basic Financial Statements - and Management’s Bismn and Analysis - for State and Local
Governments: OmnibusStatement No. 38Certain Financial Statement Note Disclosures; and
Statement No. 41, Budgetary Comparison Schedulersgective Differengefor the fiscal year
ending June 30, 2004.

In accordance witlGovernment Auditing Standardse have also issued a report dated August 5,
2004 on our consideration of the City’s internahtwl over financial reporting and our tests of its
compliance with certain provisions of laws, regidas, contracts and grants. That report is an
integral part of an audit performed in accordand#novernment Auditing Standardsd should be
read in conjunction with this report in consideritig results of our audit.



The budgetary comparison information on pages 26utjh 31 is not a required part of the basic
financial statements, but is supplementary infoioratequired by the Governmental Accounting
Standards Board. We have applied certain limitextpdures, which consisted principally of inquires
of management regarding the methods of measureraedt presentation of the supplementary
information. We did not audit the information aegpress no opinion on it.

City management has elected to omit the Managemé&iscussion and Analysis which, while not a
required part of the basic financial statements,sigoplementary information required by the
Government Accounting Standards Board. Omissiorthe$ required supplemental information
should be considered in reviewing the cash basetial position and the results of activities loét
City of Toledo as of June 30, 2004 and for the yian ended.

Our audit was made for the purpose of forming annmm on the aforementioned financial
statements that collectively comprise the City @lddo’s basic financial statements. We previously
audited, in accordance the standards referred thensecond paragraph of this report, the financial
statements for the three years ended June 30, ZMB, and 2001 (none of which are presented
herein) and expressed an unqualified opinion os¢hfnancial statements on the basis of accounting
described in Note 1. The supplemental informatiocluded in Schedules 1 through 5, is presented
for purposes of additional analysis and is not guieed part of the basic financial statements. tSuc
information has been subjected to the auditing pdoces applied in our audits of the aforementioned
basic financial statements and, in our opiniorfaigly stated in all material respects in relatitmthe
aforementioned basic financial statements takeanaiole.

%WALA

Cedar Rapids, lowa
August 5, 2004
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CITY OF TOLEDO

Statement of Activities and Net Assets - Cash Basis

As of and For the Year Ended June 30, 2004

Dis-
bursements
FUNCTIONS/PROGRAMS:
Governmental activities:
Public safety $ 370,519
Public works 277,218
Culture and recreation 306,754
Community and economic development 204,155
General government 268,226
Debt service 287,311
Capital projects 962,651
Total governmental activities 2,676,834
Business type activities:
Water 265,380
Sewer 178,163
Solid waste 25,562
Total business type activities 469,105
Total $ 3,145,939

GENERAL RECEIPTS:
Property taxes levied for:
General Purposes
Employee benefits
Tax increment financing
Debt service
Other city tax
Local option sales tax
Grants and contributions not restricted to spe@firpose
Unrestricted interest on investments
Miscellaneous
Transfers

Total general receipts



Exhibit A

Net (Disbursements)
Receipts and Change in

Program Receipts Cash Basis Net Assets
Operating Capital
Grants, Grants,
Contri- Contri-
butions, and butions, and Business
Charges for  Restricted Restricted Governmental Tye
Services Interest Interest Activities Activities Total
$ 171609 $ 27927 $ - $ (170,983) $ - $ (170,983)
17,583 225,800 - (33,835) - (BB5)
4,325 8,379 6,617 (287,433) - (287,433
1,662 - - (202,493) - (20293)
23,724 9,525 - (234,977) - 3%7)
- - - (287,311) - (837,311)
167 13,222 734,047 (215,219 - (215,215
219,070 284,853 740,664 (1,432,247 - (1,432,247
203,683 13,153 - - (48,544) (4Bl4)
176,098 15,273 - - 13,208 13,208
10,000 255 - - (15,307 (15,307
389,781 28,681 - - (50,643 (50,643

$ 608851 $ 313534 $ 740,664 $(1,432,24Y $ (50,643 $(1,482,89D

447,076 - 447,076
187,634 - 187,634
64,186 - 64,186
133,580 - 133,580
73,737 - 73,737
101,413 - 101,413
9,970 - 9,970
12,790 - 12,790
24,667

- 24,667
75,338 (75,339 -

1,130,391 (75,339 _ 1,055,053

(continued)
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CITY OF TOLEDO

Statement of Activities and Net Assets - Cash Basis

As of and For the Year Ended June 30, 2004

CASH BASIS IN NET ASSETS:
Restricted:
Streets
Urban Renewal
Debt service
Other purposes
Unrestricted

CHANGE IN CASH BASIS NET ASSETS

CASH BASIS NET ASSETS, BEGINNING

CASH BASIS NET ASSETS, ENDING

10
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bursements



Exhibit A

Net (Disbursements)
Receipts and Change in

Program Receipts Cash Basis Net Assets
Operating Capital
Grants, Grants,
Contri- Contri-
butions, and butions, and Business
Charges for Restricted Restricted Governmental Type
Services Interest Interest Activities Activities Total
$ 118,019 $ - $ 118,019
265,438 - 265,438
20,911 302,035 322,946
351,458 - 351,458

157,614 306,054 463,668
$ 913440 $ 608,089 $ 1,521,529

(301,856)  (125,981)  (427,837)

1,215,296 734,070 _ 1,949,366

$ 913440 $ 608,089 $ 1,521,529

These financial statements should be read onlpimection
with the accompanying notes to financial statements
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CITY OF TOLEDO

Statement of Cash Receipts, Disbursements,
and Changes in Cash Balances - Governmental Funds

As of and For the Year Ended June 30, 2004

Road Use
General Tax
RECEIPTS:
Property tax $ 447,076 $ -
Tax increment financing collections - -
Other city tax 59,621 -
Licenses and permits 22,974 -
Use of money and property 6,966 -
Intergovernmental 15,777 211,467
Charges for services 43,398 -
Special assessments 14,032 -
Miscellaneous 71,570 -
Total receipts 681,414 211,467
DISBURSEMENTS:
Operating:
Public safety 300,404 606
Public works 38,735 191,627
Culture and recreation 264,462 -
Community and economic development 16,170 -
General government 221,513 -
Debt services - -
Capital projects - -
Business activities:
Water - -
Sewer - -
Total disbursements 841,284 192,233
Excess (deficiency) of receipts over (under) disieanents (159,870 19,234
OTHER FINANCING SOURCES (USES):
Operating transfers in 250,338 -
Operating transfers out (24,543 -
Net other financing sources (uses) 225,795 -
CHANGE IN CASH BALANCE 65,925 19,234
CASH BALANCE, BEGINNING 91,689 98,785
CASH BALANCE, ENDING $ 157614 $ 118,019

12



Exhibit B

(continued)

13

Capital
Special Revenue Projects
Other
Tax Community  Nonmajor
Employee Increment Debt Building Governmental
Benefits Financing Service Project Funds Total
$ 187,634 $ - $ 133580 $ - $ - $ 768,290
- 64,186 - - - 64,18
8,395 - 5,720 - 101,413 175,149
- - - - - 22,974
898 9,967 317 1,017 5,237 24,402
- - - - - 227244
- - - - 4,376 47,774
- - - - - 14,82
12,724 - - 733,897 137,398 955,589
209,651 74,153 139,617 734,914 248,424 _ 2,299,640
66,509 - - - 3,000 370,519
46,856 - - - - 277,28
27,283 - - - 15,009 306,75
- - - - 187,985 204155
46,209 - - - 504 268,226
- - 287,311 - - 287311
- - - 838,736 123,915 96@51
17,562 - - - - 17,58
39,747 - - - - 39,747
244,166 - 287,311 838,736 330,413 _ 2,734,143
(34,515 74,153 (147,693 (103,822 (81,989 (434,503)
57,309 - 147,694 60,568 178,743 69465
- (258,480 - - (278,982 (562,005
57,309 (258,480 147,694 60,568 (100,239) 132,647
22,794 (184,327) - (43,254) (182,228) (301,856)
121,524 449,765 20,911 43,254 389,368 _ 1,215,296
$ 144318 $ 265438 $ 20911 $ - $ 207,140 $ 913,440




CITY OF TOLEDO

Statement of Cash Receipts, Disbursements,
and Changes in Cash Balances - Governmental Funds

As of and For the Year Ended June 30, 2004

Road Use
General Tax
CASH BASIS FUND BALANCE:
Reserved:
Debt Service $ - $ -
Unreserved:
General 157,614 -
Special revenue funds - 118,019
Capital projects funds - -
Total cash basis fund balance $ 157,618 118,019

14



Exhibit B

Capital

Special Revenue Projects
Other
Tax Community  Nonmajor
Employee Increment Debt Building Governmental
Benefits Financing Service Project Funds Total
$ - $ - $ 20911 $ - $ - $ 20,911
- - - - - 157,64
144,318 265,438 - - 182,661 71661
- - - - 24 479 24 479
$ 144318 $ 265438 $ 20911 % - $ 207,140 $ 913,440

These financial statements should be read onlpimection
with the accompanying notes to financial statements

15



CITY OF TOLEDO

Statement of Cash Receipts, Disbursements,
and Changes in Cash Balances - Proprietary Funds

As of and For the Year Ended June 30, 2004

Enterprise Funds

Water Sewer Sewer
Utility Utility Sinking
OPERATING RECEIPTS:
Charges for services $ 190,380 $ 170,900 $ -
Miscellaneous 21,823 13,452 -
Total operating receipts 212,203 184,352 -
OPERATING DISBURSEMENTS:
Business type activities:
Water 172,967 - -
Sewer - 138,416 -
Solid waste - - -
Total operating disbursements 172,967 138,416 -
Excess (deficiency) of operating
receipts over (under) operating
disbursements 39,236 45,936 -
NONOPERATING RECEIPTS (DISBURSEMENTS):
Interest on investments 1,895 3,962 3,058
Debt service - - -
Net nonoperating
receipts (disbursements) 1,895 3,962 3,058
Excess (deficiency) of receipts over
(under) disbursements 41,131 49,898 3,058
OTHER FINANCING SOURCES (USES):
Operating transfers in 75,472 - 3,167
Operating transfers out (42,808 (190,557% -
Net other financing sources (uses) 32,574 (190,557 3,167

16



Exhibit C

Nonmajor
Enterprise
Funds Totals

$ 10,000 $ 371,280
- 35,275

10,000 406,555

- 172,967
- 138,416
25,562 25,562

25,562 336,945

(15,5639 69,610

2,992 11,907
(74,85) (74,85)

(71,859 (62,949

(87,42) 6,666
22,169 100,808
- (233,455

22,169 (132,647%

(continued)
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CITY OF TOLEDO

Statement of Cash Receipts, Disbursements,
and Changes in Cash Balances - Proprietary Funds

As of and For the Year Ended June 30, 2004

NET CHANGE IN CASH BALANCE
CASH BALANCE, BEGINNING
CASH BALANCE, ENDING
CASH BASIS FUND BALANCE:
Reserved:
Debt service
Unreserved

Total cash basis fund balance

18

Enterprise Funds

Water Sewer Sewer
Utility Utility Sinking

$ 73705 $ (140,659) $ 6,225
87,304 270,741 250,255
$ 161,009 $ 130,082 $ 256,480

$ $ - $ 256,480

161,009 130,082 -
$ 161,008 130,082 $ 256,480




Exhibit C

Nonmajor

Enterprise
Funds Totals

$ (65,252) $ (125,981)
125,770 734,070

$ 60518 $ 608,089

$ 45555 $ 302,035
14,963 306,054

$ 60518 $ 608,089

These financial statements should be read onlpimection
with the accompanying notes to financial statements
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CITY OF TOLEDO

Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies

The City of Toledo is a political subdivision oféhState of lowa located in Tama County. It
operates under the Home Rule provisions of the @mion of lowa. The City operates under
the Mayor-Council form of government with the Mayand Council Members elected on a
non-partisan basis. The City provides numerousises to citizens including public safety,
public works, health and social services, culturel aecreation, community and economic
development and general government services.

A. Reporting Entity

For financial reporting purposes, the City has utgd all funds, organizations, account
groups, agencies, boards, commissions and auttwritlThe City has also considered all
potential component units for which it is finandiahccountable, and other organizations
for which the nature and significance of their tedaship with the City are such that

exclusion would cause the City's financial statemseto be misleading or incomplete. The
City has no component units. The Governmental Actimg Standards Board has set forth
criteria to be considered in determining financedcountability. These criteria include

appointing a voting majority of an organization’s\gerning body and (1) the ability of the

City to impose its will on that organization or (2he potential for the organization to

provide specific benefits to or impose specificaintial burdens on the City.

Jointly Governed Organization

The City also participates in several jointly goned organizations that provide goods or
services to the citizenry of the City but do notebéhe criteria of a joint venture since there
is no ongoing financial interest by the participati governments. City officials are
members of the following Boards and Commissionstim County Assessor’'s Conference
Board, Tama County Emergency Management Commisdiama County E911 Service
Board and Tama County Solid Waste Disposal Comioissi

B. Basis of Presentation

Government-wide Financial StatementsThe Statement of Activities and Net Assets
reports information on all of the nonfiduciary adties of the City. For the most part, the
effect of interfund activity has been removed fréinis statement. Governmental activities,
which are supported by tax and intergovernmentaénees, are reported separately from
business type activities, which rely to a signifitaxtent on fees and charges for services.

The Statement of Activities and Net Assets pres#msCity’s nonfiduciary net assets. Net
assets are reported in two categories:

Restricted net assetssult when constraints placed on net asset wseitirer externally
imposed or imposed by law through constitutionalyisions or enabling legislation.

Unrestricted net assetsonsist of net assets that do not meet the déimibf the

preceding category. Unrestricted net assets dftame constraints on resources imposed
by management, which can be removed or modified.

20



CITY OF TOLEDO

Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies(continued)

The Statement of Activities and Net Assets demates the degree to which the direct
disbursements of a given function are offset bygoam receipts. Direct disbursements are
those clearly identifiable with a specific functionProgram receipts include 10 charges to
customers or applicants who purchase, use or tjrdmtnefit from goods, services, or

privileges provided by a given function and 2) gigncontributions, and interest on

investments restricted to meeting the operationalcapital requirements of a particular

function. Property tax and other items not proparicluded among receipts are reported
instead as general receipts.

Fund Financial StatemertsSeparate financial statements are provided émeghmental funds
and proprietary funds. Major individual governmantunds and major individual enterprise
funds are reported as separate columns in the fimahcial statements. All remaining
governmental funds are aggregated and reported@®aor governmental funds.

The City reports the following major governmenfiahds:
The General Fund is the general operating fundhef €ity. All general tax receipts and
other receipts not allocated by law or contractagreement to some other fund are
accounted for in this fund. From the fund are ptiid general operating disbursements, the
fixed charges, and the capital improvement cosas dine not paid from other funds.
Special Revenue:
The Road Use Tax Fund is used to account fodmanstruction and maintenance.

The Urban Renewal Tax Increment Fund is used t@aietfor urban renewal projects
financed by tax increment financing.

The Employee Benefits Fund is used to accounb&nefits paid to employees.

The Debt Service Fund is utilized to account fa flayment of interest and principal on the
City’'s general long-term debt.

The City reports the following major proprietamyrfds:

The Water Utility fund accounts for the operationdamaintenance of the City’'s water
system.

The Sewer Utility Fund accounts for the operatiord anaintenance of the City's waste
water treatment and sanitary sewer system.

The Sewer Sinking Fund accounts for the paymenhiafrest and principal on sewer long-
term debt.

21
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(@)

CITY OF TOLEDO

Notes to Financial Statements

June 30, 2004

Summary of Significant Accounting Policies(continued)

C. Measurement Focus and Basis of Accounting

The City of Toledo maintains its financial record® the basis of cash receipts and
disbursements and the financial statements of ihedte prepared on that basis. The cash
basis of accounting does not give effect to acceueteivable, accounts payable, and
accrued items. Accordingly, the financial statemsesto not present financial position and

results of operations of the funds in accordanciwi.S. Generally Accepted Accounting

Principles.

Proprietary funds distinguish operating receiptsl ahsbursements from non-operating
items. Operating receipts and disbursements giyeesult from providing services and
producing and delivering goods in connection witpraprietary fund’s principal ongoing
operations. All receipts and disbursements nottingehis definition are reported as non-
operating receipts and disbursements.

D. Budgets and Budgetary Accounting

The budgetary comparison and related disclosuresegrorted as Required Supplementary
Information. During the year ended June 30, 20didbursements exceeded the amounts
budgeted in the general government function.

Deposits and Investments

The City's deposits at June 30, 2004, were entioglyered by federal depository insurance or
by the State Sinking Fund in accordance with Chap®C of the Code of lowa. This chapter

provides for additional assessments against thesitepies to insure there will be no loss of

public funds.

The City is authorized by statute to invest puldiimds in obligations of the United States
government, its agencies and instrumentalitiestifcates of deposit or other evidences of
deposit at federally insured depository institusoapproved by the City Council and the
Treasurer of the State of lowa; prime eligible bark acceptances; certain high-rated
commercial paper; perfected repurchase agreemesttisiin registered open-end management
investment companies; certain joint investment tdusand warrants or improvement
certificates of a drainage district.

The City has no investments as of June 30, 2004llasnding fund balances are deposited in
checking, money market accounts, or certificatedagfosit.

22



CITY OF TOLEDO

Notes to Financial Statements

June 30, 2004

(3) Bonds and Notes Payable

Annual debt service requirements to maturity fongel obligation bonds, water revenue
bonds, and general obligation notes are as follows:

Year General Obligation General Obligation Water

Ending Bonds Notes Revenue Bonds Total

June 30 Principal Interest Principal Interest Principal Interest Principal Interest
2005 $ 90,000 $ 15457 $ 132324 $ 44579 $ 16,568 18,287 $ 238,888 $ 78,323
2006 90,000 10,905 159,453 37,980 17,392 89,4 266,845 66,344
2007 100,000 6,300 180,851 29,756 18,261 98,5 299,112 52,646
2008 20,000 1,080 132,317 20,341 19,175 16,67 171,492 37,097
2009 - - 144,853 13,455 20,133 ,748 164,986 28,173
2010 - - 35,460 5,854 21,140 137 56,600 19,565
2011 - - 37,145 4,169 22,197 1846 59,342 16,823
2012 - - 48,981 2,405 23,307 115 72,288 13,949
2013 - - - - 24,472 @,379 24,472 10,379
2014 - - - - 25,696 a55 25,696 9,155
2015 - - - - 26,981 B70 26,981 7,870
2016 - - - - 28,330 /H21 28,330 6,521
2017 - - - - 29,746 305 29,746 5,105
2018 - - - - 31,233 518 31,233 3,618
2019 - - - - 32,795 D56 32,795 2,056
2020 - - - - 8,324 46 8,324 416
2021 - - - - - - - -
2022 - - - - - - - -

Total $ 300,000 $ 33,742 $ 871,384 $ 158,539 $ 365,746 $ 165,759 $1,537,130 $ 358,040

The 1983 water revenue bond resolution providesragenue bond principal and interest must
be paid solely out of the net earnings of the mipatwaterworks plant and system. It also
provides that a sum equal to one hundred percenthef principal and interest due the
succeeding July 1 be deposited in twelve monthistaiments prior to such July 1. In
addition, the resolution establishes a reserveirement in an amount equal to the maximum
amount of principal and interest coming due in theceeding fiscal year be deposited in
twelve monthly installments equal to ten percentlef aforementioned required sinking fund
deposit. As of June 30, 2004, the City has esthigld the depository accounts required by the
bond resolution for the water revenue bonds.

(4) Pension and Retirement Benefits

The City contributes to the lowa Public Employeestifement System (IPERS) which is a

cost-sharing multiple-employer defined benefit penglan administered by the State of lowa.

IPERS provides retirement and death benefits wiaiah established by state statute to plan
members and beneficiaries. IPERS issues a pubdiciilable financial report that includes

financial statements and required supplementagrmétion. The report may be obtained by
writing to IPERS, P.O. Box 9117, Des Moines, 1088306-9117.

23



(4)

()

CITY OF TOLEDO

Notes to Financial Statements

June 30, 2004

Pension and Retirement Benefitgcontinued)

Plan members are required to contribute 3.70% efahnual covered salary and the City is
required to contribute 5.75% of annual covered plyexcept for police employees, in which
case the percentages are 5.93% and 8.90%, resglgctior the year ended June 30, 2003, the
contribution rates for police employees and they@iere 6.04% and 9.07%, respectively, and
for the year ended June 30, 2002, the contributadas for police employees and the City were
6.20% and 9.29%, respectively. Contribution regoments are established by state statute.
The City's contributions to IPERS for the years eddJune 30, 2004, 2003, and 2002 were
$33,731, $31,430, and $30,101, respectively, etuidde required contributions for each year.

The City offers its employees a deferred compensglan created in accordance with Internal
Revenue Code Section 457. The plan, availabldltpesmanent employees, permits them to
defer a portion of the salary until future yearshe deferred compensation is not available to
employees until termination, retirement, deathywioreseeable emergency.

All amounts of compensation deferred under the p&hproperty and rights purchased with
those amounts and all income attributable to theoeeunts, property or rights are (until paid or
made available to the employee of other benefigiaolely the property and rights of the City
(without being restricted to the provisions of bétseunder the plan), subject only to the
claims of the City's general creditors. Participginights under the plan are equal to those of
general creditors of the City in an amount equahte fair market value of the deferred account
for each participant.

Compensated Absences

City employees accumulate vacation and sick leaugfhbased on the length of employment.
Sick leave is not a vested benefit. It is payableen used and may be accumulated to a
maximum of 90 days. Vacation is payable when usied is cumulative only in isolated cases
specifically approved by the City Council. Thesecamulations are not recognized as
disbursements by the City until used or paid. ity was liable for $6,411 in accumulated
vacation time. This liability has been computedéd on the rate of pay as of June 30, 2004.

24



(6) Interfund Transfers

CITY OF TOLEDO

Notes to Financial Statements

June 30, 2004

The detail of interfund transfers for the year eddlune 30, 2004 is as follows:

Transfer To

General

Special Revenue:

Employee Benefit

Debt Service

Capital Projects:

Housing Project

Capital Projects:
Reinig Estate

Capital Projects:
Library

Enterprise:
Water Utility

Enterprise:
Water Sinking

Enterprise:
Sewer Sinking

General

Transfer From

Special Revenue:

Ambulance Fund

Enterprise:
Water Utility
Sewer Utility

General
Special Revenue:
Tax Increment Financing

Special Revenue:
Tax Increment Financing

Capital Projects:

Storm Sewer Project

General
Special Revenue:
Tax Increment Financing

Special Revenue:
Gift Trust

Enterprise:
Sewer Utility

Enterprise:
Water Utility

Enterprise:
Water Utility

Enterprise:
Sewer Utility

Amount

$ 175,000

17,562
39,747
57,309
15,388
132,306
147,694
74,761

79,828
154,589

9,155

51,414
60,569
24,154

75,472

22,169

3,167

75,338
$ 795461

Transfers generally move resources from the fuatlsbrily required to collect the resources
to the fund statutorily required to disburse theaerces.
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(7)

(8)

9)

(10)

(11)

CITY OF TOLEDO

Notes to Financial Statements

June 30, 2004

Anticipatory Warrants

Anticipatory warrants which are legally drawn ontyCiunds but are not paid for lack of funds,
in accordance with Chapter 74 of the Code of low&e warrants bear interest at rates in effect
at the time the warrants are first presented fderaption.

The City has issued $50,651 in anticipatory warsardt 2.25% interest per annum, for
swimming pool construction. As of June 30, 2004ere have been no anticipatory warrants
redeemed, leaving an unpaid balance at June 3@, @0$50,651.

Budget Overexpenditure

Section 384 of the Code of lowa states disbursemendly not legally exceed budgeted
appropriations at the functional level. During tyear ended June 30, 2004, disbursements in
the capital projects and debt service functionseexied the amounts budgeted.

Landfill Commitment

The City of Toledo participates in a 28E organipatiwith Tama County and other cities in
Tama County. This organization is the Tama Coustjid Waste Disposal Commission. The
estimated cost of closure and post closure caraproximately $1,047,325. The City of
Toledo will share in these costs on a per capitsibavith the other organizations in the 28E
organization. The City's share of these estimatests is $132,269.

Risk Management

The City of Toledo is exposed to various risks of$ related to torts; theft, damage to and
destruction of assets; errors and omissions; iegito employees; and natural disasters. These
risks are covered by the purchase of commercialransce. Settled claims from these risks
have not exceeded commercial insurance coverageyiof the past three fiscal years.

Interfund Loan

On December 14, 1994 the City council approved %8 interfund loan from Enterprise
Fund-Sewer Utility to Capital Projects-Housing @} There were no repayments as of June
30, 2004. A nine percent rate is being chargeditnds to be repaid from tax increment
financing funds.

Subsequent Events

In August of 2004, the City issued $1,005,000 ofigral obligation aquatic center notes, Series
2004A and issued $400,000 general obligation aquainter notes, Series 2004B.
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CITY OF TOLEDO

Notes to Financial Statements

June 30, 2004

(12) Commitments
The City of Toledo, in a joint venture with the @ibf Tama, entered into contracts for the
construction of an aquatic center with two compariaaling $2,578,432. The City of Toledo
is liable for 50% of that amount. The project wile financed by general obligation notes.

At June 30, 2004, the City had other various cdpiajects in progress. The outstanding
contracts for these projects totaled $345,173 ae B0, 2004.

(12) Accounting Change and Restatements

Governmental Accounting Standards Board Statement34, Basic Financial Statements -
and Management’s Discussion and Analysis - foresgatd Local GovernmentStatement No.
37, Basic Financial Statements - and Management’s Dismn and Analysis - for State and
Local Governments; OmnibusStatement No. 38,Certain Financial Statement Note
Disclosures and Statement No. 41Budgetary Comparison Schedule - Perspective
Differenceswere impleted for the year ended June 30, 200de statements create new basic
financial statements for reporting the city’s fireaal activities. The financial statements now
include a government-wide financial statement anddf financial statements which present
information for individual major funds rather théy fund type. Nonmajor funds are presented
in total in one column.

This information is an integral part of the accompimg financial statements.
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REQUIRED SUPPLEMENTARY INFORMATION
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CITY OF TOLEDO
Budgetary Comparison Schedule of Receipts, Disburgeents, and
Changes in Balances - Budget to Actual (Cash Basis)
All Governmental Funds and Proprietary Funds
Required Supplementary Information

Year Ended June 30, 2004

Governmental Proprietary

Funds Funds
Actual Actual
RECEIPTS:
Property tax $ 768,290 $ -
Tax increment financing collections 64,186 -
Other city tax 175,149 -
Licenses and permits 22,974 -
Use of money and property 24,402 11,907
Intergovernmental 227,244 -
Charges for services 47,774 371,280
Special assessments 14,032 -
Miscellaneous 955,589 35,275
Total receipts 2,299,640 418,462
DISBURSEMENTS:
Public safety 370,519 -
Public works 277,218 -
Culture and recreation 306,754 -
Community and economic development 204,155 -
General government 268,226 -
Debt service 287,311 74,851
Capital projects 962,651 -
Business type activities 57,309 336,945
Total disbursements 2,734,143 411,796
Excess (deficiency) of receipts over
(under) disbursements (434,503) 6,666
OTHER FINANCING SOURCES (USES), NET 132,647 (132,647
Excess (deficiency) of receipts and other fioeug
sources over (under) disbursements and other
financing uses (301,856) (125,981)
BALANCE, BEGINNING OF YEAR 1,215,296 734,070
BALANCE, END OF YEAR $ 913,440 $ 608,089

29



Less

Funds not Final to

Required to Budgeted Amounts Net

be Budgeted Net Original Final Variance

$ - $ 768,290 $ 754,196 $ 754,196 $ 14,094
- 64,186 62,200 62,200 1,986
- 175,149 144,798 167,266 7,883
- 22,974 5,870 5,870 17,104
- 36,309 30,223 51,223 (14,914)
- 227,244 269,754 307,254 (80,010)
- 419,054 624,400 633,400 (214,346)
- 14,032 63,000 63,000 (48,968)
- 990,864 934,618 934,618 56,246
- 2,718,102 _ 2,889,059 _ 2,979,027 (260,925
- 370,519 362,011 377,511 6,992
- 277,218 280,069 315,769 38,551
- 306,754 234,169 467,307 160,553
- 204,155 15,876 204,578 423
- 268,226 347,699 347,699 79,473
- 362,162 287,012 287,012 (75,150)
- 962,651 825,000 1,097,655 135,004
- 394,254 495,233 495,233 100,979
- 3,145939 _ 2,847,069 _ 3,592,764 446,825
- (427,837) 41,990 (613,737) 185,900
- - - 231,840 (231,840
- (427,837) 41,990 (381,897) (45,940)
- 1,949,366 _ 1,825,674 _ 1,825,674 123,692

$ - $1521529 $ 1,867,664 $ 1,443,777 $ 77,752

30




CITY OF TOLEDO

Notes to Required Supplementary Information -
Budgetary Reporting

June 30, 2004

In accordance with the Code of lowa, the City Calmaanually adopts a budget on the cash basis
following required public notice and hearing forl &linds except Internal Service Funds and
Fiduciary Funds. The annual budget may be amenideithg the year utilizing similarly statutorily
prescribed procedures.

Formal and legal budgetary control is based upanrnejor classes of disbursements known as
functions, not by fund or fund type. These tendtians are: public safety, public works, health and
social services, culture and recreation, commuguity economic development, general government,
debt service, capital projects, business type aigs; and non-program. Function disbursements
required to be budgeted include disbursementsiieiGeneral Fund, Special Revenue Funds, Debt
Service Fund, Capital Projects Funds, and Propyiefainds. Although the budget document
presents function disbursements by fund, the légatl of control is at the aggregated function
level, not by fund. During the year a budget ammeat increased budgeted disbursements by
$745,695. The budget amendments are reflectdubifinal budgeted amounts.

During the year ended June 30, 2004, disbursemeteeded the amounts budgeted in the debt
service and capital projects functions.
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OTHER SUPPLEMENTARY INFORMATION
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CITY OF TOLEDO

and Changes in Cash B

alances

Nonmajor Governmental Funds

Statement of Cash Receipts, Disbursements,

As of and For the Year Ended June 30, 2004

RECEIPTS:
Other city tax

Use of money and property

Charges for services
Miscellaneous

Total receipts

DISBURSEMENTS:
Operating:
Public safety

Culture and recreation

Community and

Special Revenue

economic development -

General government

Capital projects

Total disbursements

Excess (deficiency) of
receipts over (under)
disbursements

OTHER FINANCING SOURCES

(USES):
Operating transfers in
Operating transfers out

Net other financing

sources (uses)

NET CHANGE IN CASH BALANCE

CASH BALANCE, ENDING

Unreserved:

Special revenue funds
Capital project funds

Total cash basis
fund balance

CASH BALANCE, BEGINNING -

CASH BASIS FUND BALANCE:

Local Option Ambulance Gift Fire
Sales Tax Equipment Trust Equipment
$ 101,413 $ - $ - $ -
55 1,955 967 272
- - - ,209
- 120,414 6,617 -
101,468 122,369 7,584 4481
- - - 3,000
- - 15,009 -
09,761 - - -
99,761 - 15,009 3,000
1,707 122.369 (7,425 1,481
- (175,000 (24,154 -
- (175,000 (24,154 -
1,707 (52,631) (31,579) 1,481
136,645 101,496 25,542
$ 1,707 $ 84,014 $ 69917 $ 27,023
$ 1,707 $ 84,014 $ 69,917 37,023
$ 1,707$ 84,014 $ 69917 $ 27,023
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Capital Projects

Storm
Housing Sewer
Project Library Project Totals
$ - $ - $ - $ 101,413
137 - 1,851 5,237
- - 167 4,376
10,367 - - 137,398
10,504 - 2.018 248.424
- - - 3,000
- - - 15,009
187,985 - - 187,985
- - 504 504
- 24,154 - 123,915
187,985 24,154 504 330,413
(177,48) (24,154 1514 (81,989
154,589 24,154 - 178,743
- - (79,828 (278,982
154,589 24,154 (79,828 (100,239
(22,892) - (78,314) (182,228)
23,127 - 102,558 389,368
$ 235 $ - $ 24244 $ 207,140
$ - $ - $ - $ 182,661
235 - 24,244 24 479
$ 235 $ - $ 24244 $ 207,140
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Schedule 2
CITY OF TOLEDO

Statement of Cash Receipts, Disbursements,
and Changes in Cash Balances

Nonmajor Enterprise Funds

As of and For the Year Ended June 30, 2004

Water Solid
Sinking Waste Totals
OPERATING RECEIPTS:
Charges for services $ - $ 10000 $ 10,000
OPERATING DISBURSEMENTS:
Business type activities:
Solid waste - 25,562 25,562

Excess (deficiency) of operating receipts
over (under) operating disbursements - (15,5629 (15,562

NONOPERATING RECEIPTS
(DISBURSEMENTYS):
Interest on investments 2,737 255 2,992
Debt service (74,851 - (74,85)

Net nonoperating
receipts (disbursements) (72,314 255 (71,859

Excess (deficiency) of receipts over
(under) disbursements (72,014 (15,309 (87,42)

OTHER FINANCING SOURCES (USES):
Operating transfers in 22,169 - 22,169
Operating transfers out - -

Net other financing sources (uses) 22,169 - 22,169
NET CHANGE IN CASH BALANCE (49,945) (15,307) (65,252)
CASH BALANCE, BEGINNING 95,500 30,270 125,770
CASH BALANCE, ENDING $ 45555 $ 14963 $ 60,518
CASH BASIS FUND BALANCE:
Reserved:
Debt services $ 45555 $ - $ 45,555
Unreserved - 14,963 14,963
Total cash basis fund balance $ 45558 14963 $ 60,518
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Obligation

General obligation bonds:
Water revenue
GO bond

Total

General obligation notes:
Equipment
Street improvement
Fire truck

Total

Revenue bonds:
Water

Stamped warrants:
Swimming pool
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CITY OF TOLEDO
Schedule of Indebtedness

Year Ended June 30, 2004

Amount
Date of Interest Originally
Issue Rates Issued

Aug. 1,1993 2.80-540% $ 1,455,000

May 1,1997  4.45-5.20% 650,000
Oct 15, 1998 4.45% $ 180,000
Jun 19,2000 4.80-5.40% aa,o
May 21, 2002 4.75% 260,000
Feb 14, 1983 5.00% $ 587,800
Apr 13, 2004 2.25% $ 587,800



Schedule 3

Balance Issued Redeemed Balance Interest
Beginning During During End of Interest Due and
of Year Year Year Year Paid Unpaid
$ 85,000 $ - $ 15,000 $ 70,000 $ 4435 $ -
300,000 - 70,000 230,000 15,273 -
$ 385,000.00 $ - $ 85,000 $ 300,000 $ 19,708 $ -
$ 56,236 $ - $ 29506 $ 26,730 $ 2504 $ -
691,000 - 100,000 591,000 36,369 -
257,068 - 3,414 253,654 12,211 -
$ 1,004,304 $ - $ 132920 $ 871,384 $ 51,084 $ -
$ 419616 $ - $ 53,870 $ 365,746 $ 20981 $ -
$ - $ 50,651 $ - $ 50,651 $ - $ -
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Year Ending
June 30,

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

Total

CITY OF TOLEDO
Bond and Note Maturities

June 30, 2004

General Obligation Bonds

General Obligation
Issued August 1, 1993

General Obligation
Issued May 1, 1997

Interest

Rates Amount
5.10 % $ 15,000
5.20 15,000
5.30 20,000
5.40 20,000

$ 70,000

38

Interest

Rates Amount
505% $ 75,000
5.10 75,000
5.20

80,000

Total

$

90,000
90,000
100,000
20,000

$ 230,000 $ 300,000



Schedule 4

Revenue Bonds
Water
Issued Feb. 14, 1983
Interest
Rates Amount

500% $ 14,564

5.00 15,292

5.00 16,057

5.00 16,859

5.00 17,702

5.00 18,587

5.00 19,517

5.00 20,493

5.00 21,517

5.00 22,593

5.00 23,723

5.00 24,909

5.00 26,154

5.00 27,462

5.00 28,835

5.00 30,277

5.00 21,205

$ 365,746
Notes Payable
General Obligation
Issued Issued Issued

October 15, 1998 June 19, 2000 May 21, 2002

Interest Interest Interest

Rates Amount Rates Amount Rates Amount Total

445% $ 26,730 5.15% $ 100,000 4.75% $ 3,594 $0,34
- 5.25 130,000 4.75 29,453 159,453
- 5.30 150,000 4.75 30,851 180,851
- 5.35 100,000 4.75 32,317 132,317
- 5.40 111,000 4.75 33,853 144,853
- - 4.75 35,460 35,460
- - 4.75 37,145 37,145
- - 4.75 50,981 50,981

$ 26,730 $ 591,000 $ 253654 $ 871,384
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Schedule 5
CITY OF TOLEDO

Schedule of Receipts by Source and Disbursements Bynction -
All Governmental Funds

For the Last Four Years

2004 2003 2002 2001
RECEIPTS:
Property tax $ 768,290 $ 888,719 $ 875675 $ 8329
Tax increment financing collections 64,186 62025 150,401 194,228
Other city tax 175,149 107,346 88,363 91,930
Licenses and permits 22,974 5,417 6,709 6,067
Use of money and property 24,402 58,807 50,237 85,293
Intergovernmental 227,244 266,451 268,033 933,
Charges for service 47,774 386,887 402,734 920
Special assessments 14,032 24,315 46,757 82,74
Miscellaneous 955,589 384,072 504,524 445,485
Total $ 2,299,640 $ 2,184,273 $ 2,393,433 $ 2,378,642
DISBURSEMENTS:
Operating:
Public safety $ 370519 $ 324280 $ 835609 $ ,800
Public works 277,218 267,176 261,986 217,857
Culture and recreation 306,754 216,416 187,961 185,299
Community and
economic development 204,155 72,043 207,682 111,412
General government 268,226 274,163 232,168 7,09
Debt service 287,311 432,979 416,644 402,446
Capital projects 962,651 20,683 - -
Business activities:
Water 17,562 - - -
Sewer 39,747 - - -
Total $ 2,734,143 $ 1,607,740 $ 2,142,050 $ 1,475,424

This information should be read only in connectisith
the accompanying auditor’s report.
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Independent Auditor's Report on Compliance and
on Internal Control Over Financial Reporting

To the Honorable Mayor and
Members of the City Council
Toledo, lowa

We have audited the financial statements of thg GifToledo as of and for the year ended June 30,
2004, and have issued our report thereon dated stUg2004. Our report expressed an unqualified
opinion on the financial statements which were pirep on the basis of cash receipts and
disbursements, which is a comprehensive basis cbwating other than generally accepted
accounting principles. We conducted our audit at@dance with auditing standards generally
accepted in the United States of America, Chapterof the Code of lowa and the standards
applicable to financial audits contained i@Bovernment Auditing Standardsssued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance aboutheh¢he City of Toledo’s financial statements
are free of material misstatement, we performetkte§its compliance with certain provisions of
laws, regulations, contracts and grants, noncompéawith which could have a direct and material
effect on the determination of financial statemantounts. However, providing an opinion on
compliance with those provisions was not an objeciof our audit and, accordingly, we do not
express such an opinion. The results of our tesslased no instances of noncompliance that are
required to be reported undé€sovernment Auditing StandardsHowever, we noted certain
immaterial instances of non-compliance that arecdeed in Part Il of the accompanying Schedule
of Findings.

Comments involving statutory and other legal mattavout the City's operations for the year ended
June 30, 2004, are based exclusively on knowledigaived from procedures performed during our
audit of the financial statements of the City. &rour audit was based on tests and samples, Inot al
transactions that might have had an impact on itngirigs were necessarily audited. The findings
involving statutory and other legal matters are midended to constitute legal interpretations of
those statutes. Prior year statutory findings halVeeen resolved except for item II-J-04 and H-K
04.

Internal Control Over Financial Reporting

In planning and performing our audit, we considetbd City of Toledo’s internal control over
financial reporting in order to determine our aumtt procedures for the purpose of expressing our
opinion on the financial statements and not to evassurance on the internal control over
financial reporting. However, we noted a certairattar involving the internal control over
financial reporting and its operation that we calesito be a reportable condition. Reportable
conditions involve matters coming to our attenti@hating to significant deficiencies in the design
or operation of the internal control over financiaporting that, in our judgment, could adversely
affect the City of Toledo’s ability to record, press, summarize and report financial data consistent
with the assertions of management in the finanstatements. Reportable conditions are described
in Part | of the accompanying Schedule of Findings.
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A material weakness is a condition in which theigasor operation of one or more of the internal
control components does not reduce to a relatilelylevel the risk that misstatements in amounts
that would be material in relation to the financghtements being audited may occur and not be
detected within a timely period by employees in ti@mal course of performing their assigned
functions. Our consideration of the internal cahiover financial reporting would not necessarily
disclose all matters in the internal control thaight be reportable conditions and, accordingly,
would not necessarily disclose all reportable ctinds that are also considered to be material
weaknesses. However, we believe that the absenadenjuate segregation of duties, described at
item I-A-04, is a material weakness.

This report, a public record by law, is intendededp for the information and use of the officials,
employees and citizens of the City of Toledo, anlden parties to whom the City of Toledo may

report. This report is not intended to be and dtlomot be used by anyone other than these
specified users.

%WALA

Cedar Rapids, lowa
August 5, 2004
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CITY OF TOLEDO
Schedule of Findings
Year Ended June 30, 2004

Part I: Findings Related to the Financial Statemerts

INSTANCES OF NON-COMPLIANCE:

None noted.

REPORTABLE CONDITIONS:

I-A-04

Segreqgation of duties

Comment- One important aspect of internal control struetus the

segregation of duties among employees to prevenh@inidual employee

from handling duties which are incompatible. Wdetbthat the City Clerk
is responsible for receiving and recording cashengts, making bank
deposits, preparing bank reconciliations, makingestment transactions,
initiating various non-cash entries to the accaogtirecords, only one
authorized signature is required on warrants issaad there is no rotation
of duties or oversight controls in the EDP System.

Recommendation We realize that with a limited number of office
employees, segregation of duties is difficult. Heoxer, the City should

review its operating procedures to obtain the maxminternal control

possible under the circumstances.

Response The City will review their present internal cont procedures
and will consider additional review procedures wapractical.

Conclusion- The City should segregate duties, to the exianmatctical, to
maintain good internal control. We realize ideagszgation of duties is not
completely possible due to the small size of theaudstrative staff.

Prior year reportable conditions have been resolegdept for the reportable condition

described above.
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CITY OF TOLEDO
Schedule of Findings
Year Ended June 30, 2004

Part Il: Findings Related to Statutory Reporting

[I-A-04  Official Depositories- A resolution naming the official depository bartlas been
approved by the City. The maximum deposit amowtésed in the resolution were not
exceeded during the year ended June 30, 2004.

[I-B-04  Certified Budget- Disbursements during the year ended June 304 28@eeded the
amounts budgeted in the Capital Projects and Debti€e functions. Chapter 384.20
of the Code of lowa states in part that public memimay not be expended or
encumbered except under an annual or continuingogpiation.

Recommendation The budget should have been amended in sufficegnounts in
accordance with Chapter 384.18 of the Code of Idwedore disbursements were
allowed to exceed the budget.

Response The budget will be amended in the future, if pable.
Conclusion Response accepted.
[I-C-04  Questionable DisbursementsWe noted no disbursements that fail to meet the

requirements of public purposes as defined in aoriey General’s opinion dated April
25, 1979.

[I-D-04  Travel Expense No expenditures of City money for travel expesséd spouses of City
officials or employees were noted.

[I-E-04  Business TransactionsBusiness transactions between City officialsearployees and
the City are detailed as follows:

Name and Transaction
Business Connection Description Amount

Dan Ferris, Council Member
Owner of Ferris Construction Various construction $ 90

In accordance with Chapter 362.5(10) of the Cofldowa, the transactions with the
Council Member does not appear to represent cdsflicf interest since total
transactions with the individual totaled less ti$4n500 during the fiscal year.

[I-F-04  Bond Coverage Surety bond coverage of City officials and emyges is in accordance
with statutory provisions. The amount of coveragj®uld be reviewed annually to
insure that the coverage is adequate for curreatatmns.

[I-G-04 Council Minutes- No transactions were found that we believe sHobbhve been
approved in the Council minutes but were not.
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CITY OF TOLEDO
Schedule of Findings
Year Ended June 30, 2004

Part Il: Findings Related to Statutory Reporting (continued)

[I-H-04

[-1-04

[1-J-04

[-K-04

Fund Reporting Receipts and disbursements for the Employee ePlan is reported
separately as a Trust Fund per Chapter 384.6 oftiae of lowa.

Revenue Bonds The 1983 water revenue bond resolution provitteg revenue bond
principal and interest must be paid solely out bé tnet earnings of the municipal
waterworks plant and system. It also provides thatim equal to one hundred percent
of the principal and interest due the succeedinyg Iibe deposited in twelve monthly
installments prior to such July 1. In addition,etliesolution establishes a reserve
requirement in an amount equal to the maximum arhaifnprincipal and interest
coming due in the succeeding fiscal year, depositetivelve monthly installments
equal to ten percent of the aforementioned requsie#ing fund deposit. As of June
30, 2004, the City has established the deposit@mgoants required by the bond
resolution for the water revenue bonds.

Deposits and Investments

Certificates of Deposit The City did not comply with deposit and investnis
provisions of Chapter 12B and 12C of the Code aofridoand the City’s investment
policy. A certificate of deposit purchased withopeeds of a vehicle acquired by the
City as part of drug arrest and conviction is beldd by the City Chief of Police. The
treasurer of each political subdivision shall dttahes keep funds coming into their
possession as public money in a vault or safe tpiogided for that purpose or in one
or more depositories approved pursuant to Chaf@ér. 1

Recommendation The City Clerk should be responsible for custahall certificates
of deposit held by the City.

Response The City will attempt to maintain custody of adertificates of deposit with
the City Clerk.

Conclusion Response accepted.

Compliance with Loan and Grant Agreements

Water Utility System- The City did not comply with the 1983 Water Rexee Bond
Resolution requiring the City departments to pag Water utility system for water used
at rates established by the City.

RecommendationThe City should comply with Section 14 of the@®Water Revenue
Bond Resolution which requires the City and Citypdements to be charged at rates
established by the City for water used. The resgltevenues should be accounted for
in the same manner as any other revenues deriegadl tihe operations of the system.

Response We will consider this.

Conclusion Response accepted.
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CITY OF TOLEDO
Audit Staff

This audit was performed by:
William E. Murray, CPA, Audit Partner
Jared Kremer, CPA
Andy Johnson

Justin Zimmerman, CPA
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